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Amendment of the Whole 
in Committee. 12/1/10 
FILE NO. 101311 ORDINANCE NO. 

[San Francisco Local Hiring Policy for Construction] 

Ordinance amending the San Francisco Administrative Code Chapter 6, Public Works 

Contracting Policies and Procedures, Subsection 6.22(G), to: 1) establish a local hiring 

policy for City public work or improvement projects requiring contractors and their 

subcontractors to perform certain percentages of project work hours using San 

Francisco residents and disadvantaged San Francisco residents; 2) making findings in 

support of the policy; 3) authorizing incentives for contractors and subcontractors who 

exceed local hiring requirements; 4) mandating assessment of liquidated damages 

against contractors and subcontractors who fail to meet minimum local hiring 

requirements; and 5) establishing monitoring, enforcement and administrative 

procedures in support of the policy. 

NOTE: Additions are sihele-underline italics Times New Roman ; 

deletions are strike through ita li cs Times New R eman. 
Board amendment additions are double-underlined; 
Board amendment deletions are s&itee th r ough normal . 

Be it ordained by the People of the City and County of San Francisco: 
Section 1. The San Francisco Administrative Code is hereby amended by amending 
Section 6.22, to read as follows: 

SEC. 6.22. PUBLIC WORK CONSTRUCTION CONTRACT TERMS AND WORKING 
CONDITIONS. 

All construction contracts awarded by the City and County of San Francisco shall 
contain the following minimum terms and conditions: 

(A) Bonds. Before the execution of any contract for public works or improvements 
in excess of $25,000, the department head authorized to execute such contracts shall require 
the successful bidder to file corporate surety bonds for the faithful performance thereof and to 
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guarantee the payment of wages for services engaged and of bills contracted for material, 
supplies and equipment used in the performance of the contract The bond shal! be for a sum 
not less than 1 00 percent of the award. 

The City and County of San Francisco, acting through its Human Rights Commission 
("HRC"), intends to provide guarantees to private bonding assistance companies and financial 
institutions in order to induce those entities to provide required bonding and financing to 
eligible contractors bidding on and performing City public work contracts. This bonding and 
financial assistance program is subject to the provisions of Administrative Code Chapter 14B. 

(B) Insurance. All construction contracts awarded under this Chapter must conform 
to the insurance requirements established by the Risk Manager. The Risk Manager shall 
develop uniform insurance requirements for City contracts subject to this Chapter and shall 
publish such requirements in the Risk Manager's Manual. The Risk Manager shal! review and 
update such insurance requirements on an annual basis. 

Every contractor and subcontractor shall comply with the provisions of California Labor 
Code section 3700. Prior to commencing the performance of work under any public work 
contract, the contractor and all of its subcontractors shall file with the awarding department a 
certificate of insurance against liability for workers compensation or proof of self-insurance in 
accordance with the provisions of the California Labor Code. 

(C) Indemnification. All construction contracts awarded under this Chapter shall 
require that the contractor fully indemnify the City and County to the maximum extent provided 
by law, such that each contractor must save, keep, bear harmless and fully indemnify the City 
and County and any of its officers or agents from any and all liability, damages, claims,, 
judgments or demands for damages, costs or expenses in law or equity that may at any time 
arise. . 
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This indemnification requirement may not be waived or abrogated in any way for any 
Dntract without the recommendation of the City's Risk Manager and the express permission 
nd approval of the Board of Supervisors. 

(D) Assignment. No contract shall be assigned except upon the recommendation 
f the department head concerned and with the approval of the Mayor or the Mayor's 
esignee, relative to the department under the Mayor's jurisdiction, or the approval of the 
,oard or commission concerned for departments not under the Mayor. 

(E) Prevailing Wages. 

(1) Generally. All contractors and subcontractors performing a public work or 
mprovement for the City and County of San Francisco shall pay its workers on such projects 
he prevailing rate of wages as provided below. For the purpose of prevailing wage 
-equipments only, the definition of a public work shall include those public works or 
mprovements defined in the foregoing section 6.1 of this Chapter and shall also include (a) 
any trade work performed at any stage of construction (including preconstruction work) and 
(b) any public work paid for by the City and County of San Francisco with "the equivalent of 
money" under the meaning of Labor Code section 1720(b). 

(2) Leased Property Included. For the limited purposes of this subsection, a 
"public work or improvement" also means and includes any construction work done under 
private contract when all of the following conditions exist: 

(a) The construction contract is between private persons; and 

(b) The property subject to the construction contract is privately owned, but upon 
completion of the construction work will be leased to the City and County of San Francisco for 
its use; and 

(c) Either of the following conditions exist: (1 ) The lease agreement between the 
lessor and the City and County of San Francisco, as lessee, is entered into prior to the 
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construction contract, or (2) The construction, work is performed according to the plans, 
specifications, or criteria furnished by the City and County of San Francisco, and the iease 
agreement between the lessor and the City and County of San Francisco as lessee, is 
entered into during, or upon completion, of the construction work. 

(3) Determination of the Prevailing Wage. It shall be the duty of the Board of ' 
Supervisors, from time to time and at least once during each calendar year, to fix and 
determine the prevailing rate of wages as follows: 

. . On or before the first Monday in November of each year, the Civil Service Commission 
shall furnish to the Board of Supervisors data as to the highest general prevailing rate of 
wages of the various crafts and kinds of labor as paid in private employment in the City and 
County of San Francisco, plus "per diem wages" and wages for overtime and holiday work. 
The Civil Service Commission shall provide the Board of Supervisors data for "per diem 
wages" pursuant to California Labor Code sections 1773.1 and 1773.9, as amended from time 
to time. The Board of Supervisors shall, upon receipt of such data, fix and determine the 
prevailing rate of wages. The prevailing rate of wages as so fixed and determined by the 
Board of Supervisors shall remain in force and shall be deemed to be the highest general 
prevailing rate of wages paid in private employment for similar work, until the same is 
changed by the Board of Supervisors. In determining the highest general prevailing rate of 
wages per diem wages and wages for overtime and holiday work, as provided for in this 
section, the Board of Supervisors shall not be limited to the consideration of data furnished by 
the Civil Service Commission, but may consider such other evidence upon the subject as the 
Board shall deem proper and thereupon base its determination upon any or all of the data or 
evidence considered. 
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In the event that the Board of Supervisors does not fix or determine the highest general 
evailing rate of wages in any calendar year, the rates established by the California 
epartment of Industrial Relations for such year shall be deemed adopted. 

(4) Specifications to Include Wage Rate. The department head authorized to 
xecute a construction contract under this Chapter shall include in the contract specifications, 
make available in the offices of the department or at the job site, a detailed statement of the 
revailing rate of wages as fixed and determined by the Board of Supervisors at the time the 
epartment issued the Advertisement For Bids on the contract. The contractor shall agree to 
,ay to all persons performing labor in and about the public work or improvement the highest 
leneral prevailing rate of wages as determined pursuant to this Chapter, including wages for 
,oliday 'and overtime work. If the specifications do not include the .prevailing rate of wages, 
he specifications shall include a statement that copies of the prevailing rate of wages as fixed 
and determined by the Board of Supervisors are on file at the department's principal office or 
at the job site and shall be made available to any interested party on request. 

(5) Subcontractors Bound by Wage Provisions. Every contract for any public 
„ork or improvement shall also contain a provision that the contractor shall insert in every 
subcontract or other arrangement which he or she may make for the performance of any work 
or labor on a public work or improvement. This provision shall be that the subcontractor shall 
pay to all persons performing labor or rendering service under said subcontract or other 
arrangement the highest general prevailing rate of wages as fixed and determined by the 
Board of Supervisors for such labor or services. 

(6) Records to be Kept by Contractors and Subcontractors. Every public works 
contract or subcontract awarded under this Chapter shall contain a provision that the 
contractor shall keep, or cause to be kept, for a period of four years from the date of 
substantial completion of -a public work, payrolls and basic records including time cards, trust 
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fund forms, apprenticeship agreements, accounting ledgers, tax forms and superintendent 
and foreman daily logs for ail trades workers performing work at or for a City and County of 
San Francisco public work or improvement. Such records shall include the name, address 
and social security number of each worker who worked on the project, including apprentices, 
his or her classification, a genera! description of the work each worker performed each day, 
the rate of pay (including rates of contributions for, or costs assumed to provide fringe 
benefits), daily and weekly number of hours worked, deductions made and actual'wages paid. 
Every subcontractor who shall undertake the performance of any part of a public work or 
improvement shall keep a like record of each person engaged in the execution of the 
.subcontract. 

The contractor shall maintain weekly certified payroll records for submission to the 
awarding department as required. The contractor shall be responsible for the submission of 
payroll records of its subcontractors. All certified payroll records shall be accompanied by a 
statement of compliance signed by the contractor indicating that the payroll records are 
correct and complete, that the wage rates contained therein are not less than those 
determined by the San Francisco Board of Supervisors and that the classifications set forth for 
each employee conform with the work performed. 

Ail such records as described in this section shall at al! times be open to inspection and 
examination of the duly authorized officers and agents of the City and County of San , 
Francisco, including representatives of the Office of Labor Standards Enforcement. 

Should the department head responsible for the public work or the Labor Standards 
Enforcement Officer determine that a contractor or subcontractor is not in compliance with the 
requirements of this subsection, the department head or the Labor Standards Enforcement 
Officer shall issue written notification to the contractor or subcontractor mandating compliance 
within not fewer than ten calendar days from the date of the notification. Should the 
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contractor or subcontractor fail to comply as required in the notification, the department head 
who executed the contract or the Labor Standards Enforcement Officer may impose a penalty 
of $25 00 for each calendar day of noncompliance, or portion thereof, for each worker. Upon 
the request of the responsible department head or the Labor Standards Enforcement Officer, 
the Controller shall withhold these penalties from progress payments then due or to become 
due. 

(7) , Additional Required Contract Provisions. Every public works contract shall 
contain provisions stating that (1 ) the contractor will cooperate fully with the Labor Standards 
Enforcement Officer and other City employees and agents authorized to assist in the 
administration and enforcement of the prevailing wage requirements and other labor 
standards imposed on public works contractors by the Charter and Chapter 6 of the San 
Francisco Administrative Code; (2) the contractor agrees that the Labor Standards 
Enforcement Officer and his or her designees, in the performance of their duties, shall have 
the right to engage in random inspections of job sites and to have access to the employees of 
the contractor, employee time sheets, inspection logs, payroll records and employee 
paychecks; (3) the contractor shall maintain a sign-in and sign-out sheet showing which 
employees are present on the job site; (4) the contractor shall prominently post at each job- 
site a sign informing employees that the project is subject to the City's prevailing wage 
requirements and that these requirements are enforced by the Labor Standards Enforcement 
Officer; and- (5) that the Labor Standards Enforcement Officer may audit such records of the 
contractor as he or she reasonably deems necessary to determine compliance with the 
prevailing wage and other labor standards imposed by the Charter and this Chapter on public 
works contractors. Failure to comply with these requirements may result in penalties and ■ 
forfeitures consistent with California Labor Code section 1776(g), as amended from time to 
time. ■ 
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(8) Non-compliance with Wage Provisions— Penalties. 

(a) Penalty and Forfeiture. Any contractor or subcontractor who shall fail or 
neglect to pay to the several persons who shall perform labor under any contract, subcontract 
or other arrangement on any public work or improvement as defined in this Chapter the 
highest general prevailing rate of wages as fixed by the Board of Supervisors under authority 
of this Chapter, shall forfeit; and; in the case of any subcontractor so failing or neglecting to 
pay said wage, the original contractor and the subcontractor shall Jointly and severally forfeit 
to the City and County of San Francisco back wages due plus the penal sum of $50.00 per 
day for each laborer, workman or mechanic employed for each calendar day or portion 
thereof, while they shall be so employed and not paid said highest general prevailing rate of 
wages, and in addition shall be subject to the penalties set forth in Article V of this Chapter, 

including debarment. 

(b) Enforcement. It shall be the duty of the officer, board or commission under 
whose jurisdiction said public work or improvement is being carried on, made or constructed, 
when certifying to the Controller any payment which may become due under said contract, to 
deduct from said payment or payments the total amount of said forfeiture provided for in this 
subsection. In doing so, the department. head must also notify in writing the Labor Standards 

■i 

Enforcement Officer of his/her action. The Labor Standards Enforcement Officer may also, 
upon written notice to the department head who is responsible for the project, certify to the 
Controller any forfeiture(s) to deduct from any payment as provided for in this subsection. 
Certification of forfeitures under this subsection shall be made only upon an investigation by. 
the responsible department head or the Labor Standards Enforcement Officer and upon 
written notice to the contractor identifying the grounds for the forfeiture or forfeitures. The 
Controller, in issuing any warrant for any such payment, shall deduct from the amount which 
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>uld otherwise be due on said payment or payments the amount of said forfeiture or 

rfeitures as so certified. 

(c) Recourse Procedure. If the contractor or subcontractor disagrees with the 
■rfeiture as so provided in the foregoing subparagraph (b), then the following procedure 
pplies: 

(i ) The contractor or subcontractor may request a hearing in writing within 15 days 
f the date of the notification of forfeiture. The request shall be directed to the City Controller, 
ailure by the contractor or subcontractor to submit a timely, written request for a hearing 
hall constitute concession to the assessment and the forfeiture shall bo deemed final upon 

ixpiration of the 15-day period; 

(ii) Within 1 5 days of receiving a proper request, the Controller shall appoint a 
taring officer with knowledge and not less than five years' experience in labor law, prevailing 
W age, and/or wage and hour issues, and shall so advise the enforcing official and the 
contractor or subcontractor, and/or their respective counsel or authorized representative; 

(Hi) The hearing officer shall promptly set a date for a hearing. The hearing must 
commence within 45 days of the notification of the appointment of the hearing officer and 
conclude within 75 days of such notification unless all parties agree to an extended period; 

(iv) The contractor or subcontractor shall have the burden of proving that the basis 
for the back wage and penalty assessment is incorrect; 

(v) Within 30 days of the conclusion of the hearing, the hearing officer shall issue a 
written decision affirming, modifying, or dismissing the assessment. The decision of the 
hearing officer shall consist of findings and a determination. The hearing officer's findings and 

determination shall be final. 

(vi) The contractor or subcontractor may appeal a final determination under this 
section only by filing in the San Francisco Superior Court a petition for a writ of mandate 
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under California Code of Civil Procedure, section 1084, et seq., as applicable and as may be 
amended, from time to time. 

(d) Distribution of Forfeiture. The Controller shall withhold any forfeiture as 
provided in the foregoing paragraphs until such time as either the contractor or subcontractor 
has conceded to the forfeiture or, in the event of an objection, there is a determination no 
longer subject to judicial review. The Controller shall then distribute the amounts withheld in 
the following order: (1 ) the Labor Standards Enforcement Officer shall make its best efforts to 
distribute back wages withheld to the individual workers identified as not having been paid the 
proper wage rate; (2) the penal sums provided for above shall inure to the benefit of the 
general fund of the City and County of San Francisco; (3) the Controller shall hold the balance 
of any back wages in escrow for workers whom the Labor Standards Enforcement Officer, 
despite his/her best efforts, cannot locate; funds so held for two years or more shall be 
dedicated to the enforcement of the prevailing wage requirements. 

(F) Hours and Days of Labor. 

(1 ) Generally. For the purpose of meeting prevailing conditions and enabling 
employers to secure a sufficient number of satisfactory workers and artisans; no person 
performing iabor or rendering service in the performance of any contract or subcontract for 
any public work or improvement as defined in this Chapter shall perform labor for a lohger 
period than five days (Monday, through Friday) of eight hours each, with two 10~minute breaks 
per eight-hour day, except in those crafts in which a different work day or week now prevails 
by agreement in private employment; Any person working hours in addition to the above shall 
be compensated in accordance with the prevailing overtime standards and rates. 

(2) Noncompliance— Penalties and Forfeiture. Any contractor or subcontractor 
who shall violate any of the provisions of this subsection shall be liable for the same penalties 
and forfeits as those specified in Subsection 6.22(E) of this Chapter; penalties and forfeits 
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all be applicable for each laborer, mechanic or artisan employed for each calendar day or 
rtion thereof whereon such laborer, mechanic or artisan is compelled or permitted* work 
>rethan the days and hours specified herein. The provisions of this subsection shall be 
ade a part of all contracts and subcontracts for the construction of any public work or 
provement. 

(3) Contracts Outside City and County. In the event that any public work or 
movement is to be constructed outside of the City and County of San Francisco and at such 
distance therefrom that those engaged in performing labor on said public work or 
,provement must under ordinary conditions remain at or near the site of said work or 
movement when not actually engaged in the performance of labor thereon, then the officer, 
3 ard or commission responsible for the construction of said public work or improvement may, 
making specifications or letting contracts therefor, make provision therein for days and 
ours of labor beyond the limitations provided for in Section 6.22(F) of this Chapter, but not to 
xceed eight hours in any one calendar day, or six days in any calendar week. In the event 
ia t emergency conditions shall arise, making a change advisable during the performance of 
ny such contract, or any portion thereof,' the hours and days of labor may be extended 
ie yond the limits hereinabove expressed; but not to exceed eight hours per day, upon the 
✓ritten authority of the officer, board or commission awarding such contract. Failure of the 
:ontractor to perform such contract within the time provided shall not constitute an 

smergency. 

(Q) local Hiring. 
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V 



C on tra c t o r agrees t o make a good faith cfi ertr^with-tl ie assistance of community organization s 
desi gnated by the City ~er4eeaU ab o r union hiring hall s^-te^me-qu alified individuals M 4ie^ar^esidents 
of the City and County o f San Francisco to comprise no t l e ss than 50 % of eac h contractor's tot al 
construction writ force, measured in labor work hours, and contractor promises to giv e-speeial 
preferen ce to minoritic sr^owten- and economically disadvantaged individu ate? 

" Contractor shall keep, and provide to the City r-an- a ec urate record showing the name, pla c e -of 
msUeneej^em^m pl o yed and per diem pay of each pers o n e mployed by the - c o ntra c tor, including fidl - 
timerp art time, pe r manent and temporary employees. 

Gent raetor shall keep, and provide to the City, an a cc urate record des cri bing in detail 
c ontractor's good faith eff o rts to secure employment of rcsid ents-efth e City and County of San 
F mncisco. 

AfaU urc to abide by th es e c o ntra c t provisi o ns may result in the im po sition of ' sanctions -and 
p enalties, including thosoprovided for in San Francisco Administrative Code Section 6.80 r 
{3) d efinitions. 

Q ualified Individual" shall mean an individual who (A) is eligible for a ce rtified 
appic nt ice ship p ro gram i n an a ppl ic able trade; (B) has co mpleted a cer t ified apprenticeship program 
in-a n ap p licable trade; or ( C ) h as-eempleiedr comparablc time in an applicable trade r 

"R e sident of the City and County of S an-F rancisc o " shall mcan -an individual who is domiciled, 
a s defined by Section 200 (b)-ef4h c California Election Code, with in-tk e boundari e s of the City and 
G o unty during the entire time of the performance of the contract andwhe can verify his or her 
demieU c, upon request of the contractor o r C ity, by p ro ducing d o c u m e n t ation such as a rent/lease 
agreement, telephone ' an d#my4»l^^ driver's license or 

idenfifieatienre^^ 

demieUedrwittefr- thc City and ^Gewtty-efSt 
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( W cw, ntt* This subsection 6.22(G) shMLMMmiLMa^ 
7rnnrisco Loca l ffirine Policy fQl Cm§mMm£!Mk£k 

and Purpos e^ 

boundaries of the JML 

^ Tr,?f)W the San F rancisco Redevelop mmL^^ 

ajl dWo^ 
SanFmicim^ 

ntgardi^^ . 

r^wrv data regarding constmctiai^^ 

' (r ) In2010, fr * Waltw and Elise Haas FmdjmdM^ 

siaMhol^^ 

r.nntractor. a nd City stakehoI dersMMMmiM, 
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(d) In August 2010, a revort from Chinese for Affirmative Action and Brightline D e f ense 
Project entitled. "The Failure of Good Faith. " found that the City has historically failed to meet its 
local hiring goals. 

(e) The Budget & Finance and Land Use & Economic Development Committees of the 
Board of Supervisors held public hearings regarding local hirins: and proposed revis ions to subsection 
6.22(G). 

(f) The San Francisco Public Utilities Commission. Redevelopment Agency, Human Rights 
Commission, and other Citv departments and agencies held public hearings regarding local hiring. 

(g) The construction industry is one of the few industries providing a path to middle-class 
careers for individuals without advanced degrees or facing barriers to qualit y employm ent, and is 
therefore a crucial component of the effort to build economic opportunities for targeted res idents of 

San Francisco, with a particular emphasis on low-income and underrepresented work ers in various V 
building and construction trades, in order to elevate historically disadvantaged populations and cr eate 
more sustainable communities throughout San Francisco. . 

(h) The City has awarded more than $8 billion in public work and improvement contracts 

during the last 10 years. 

fi) The Citv anticipates that it will award approximately $27 billion in public work and 

improvement contracts in the next 10 years. ' 

fi) Citv spending on public work and improvement projects over the next 1 year s will 
generate tens of thousands of construction work hours. 

■ (k) The Board desires to ensure that employment and training opportunities created by such 
public work and improvement projects provide consistent and high-quality opportunities to the San 
Francisco labor p ool e specially low-income residents of San Francisco and other disadvant aged 
residents. 
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career ladder o p portunities where workers can move up w ith additional training and skill development, 
2nd provide access to l ivin g waee and family- sustaining jobs. 

( a) Citv-funded construction projects provide a crucial opportunit y to c onnect participants 
these City-funded or City-operated workfor c e development programs with employment and trainin g 
op portunities, and to direct e mployment and training opportunities created by the City's public 
expenditures. 

(r) The Citv and the San Francisco ^develo pment Agency have made substantial public 
investments toward creating and facilitating rrowth in ec o nomic op port unities for low-income 
individuals and neighborhoods in San Francisco. 

(x) CitvBuild. San Francisco's construction training w orkforce program, was initiated in 
2005 to serve as a training vehicle for ushering disadvantaged m&^Safl-^^ 



the construction skilled trades. The program is a multi-craft pre~appr entices hip training program, and 
has assisted over 450 graduates^ z>B>&^^ into union-sponsored apjwmtice 

programs. CitvBuild. in 2009-2010. contributed approximately 4 4 perc ent of all new San Francisco 
resident apprentice intakes based on data pro v ided bv the California Department of Industria l 
Relations: Division of Apprenti ceshi p Standards. San Francisco's wo rkforce construction trainin g 
infrastructure has the capacity to meet future demand for high quality and well trained WQrkjT^Saft 
toofeifi m residents in the construction trades. 

ft) Employment of workers that reside close to jo b sites has environmental benefits,, 
including reducing the distance of commutes and resulting vehicle emission s. These environmental 
benefits are consistent with the mandates, policies and goals of the Ca lifornia Global Warming 
Solutions Act (AB 32). the Sustainable Communities an d Climate Protection Act (SB 375), and the 
Climate Action Plan for San Francisco. 

fu) The Board seeks terms and conditions that advo *™ the City's workforce and community 



development goals, removing obstacles that mav have historicall y l imite d the full em plo yment of local 

- i 
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rndmr property values and deyletinz SmlimdS^JMM^ 
heJMgwingmegnin^i 
Standards.., 

' (r) "Awarding department" mem& adss^mss^sna^msmmB^smM^ 
the Citv to contract for a covered project. 

gl -nu, " mrxms the City and C ountxofSmJnMmi^^ 
(r s -r^nrtnr" means any person, firm^jmmrMl^mM^^ 

r* frrrerl tn as a "prime cont ra^MLoLlgmmLmmMorZ 

(f > -yw™/ r rnier.," means a public yf ssja^mgwm^MSlumaiS^MJSm 

thi^bseaimn^ 

(^^JMsadmn^ 

rjat^asmm^yJh^ 
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(Hi) faces or has overcome at least one of the following barriers to employment: being homeless; being 

custodial single parent: receiving public assistance : lacking a GED or high school diploma; or 
having a criminal record or other involvement with the crim inal justice system. 

(h) "local hiring incentives" means the incentives set forth i n subsection 6.22(G)(5) of this 

Policy. 

(i) "Local hiring requirements" means the requirements set forth in subsectio n 6.22(G)(4j 
of this Policy. 

(i) "Local resident " means an individual who is domiciled, as defined bv Section 349(b) of 
the California Election Code, within the Citv at least sev e n (7) days prior to commencing work on the 
project. . 

(k) "OEWD" means the City 's Office of Economic and Workforce Developme nt. 
(I) "Policy " means this subsection 6. 22 ( G), 

(m) "Project work" means construction work performed as part of a covered project 
(n) "Project work hours " means the total hours worked on a construction con tract by all 
apprentices and journeylevel workers, whether those workers are employed b y t he cont ractor or any 

subcontractor. . . 

(o) "Subcontractor" means any person, firm, partnership, owner opera tor, limited liability 
company, corporation, joint venture, proprietorship, trust, association, or other en tity that contracts 

s 

directly with a prime contractor to provide services to a prime contractor in fulfillment o f the prime 
contractor's obligations arising from a contract with the Citv for construction work on a covered 

project . 

(p) "Targeted worker " means any local resident or disadvantaged worker. 

( q) "New Hire " means any employee of a contractor who is not listed on the contractor 's 
quarterly tax statements for the tax peri od and has b een hired prior to the commence ment c£worh 
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^^^^ 

(3) Coverage. 

(bl^PrvjecM^^ 
lUjerm^^^ 
ComedO^Mmmscm^ 

CojmLomnFmm ' 

SjwFrmc^^ 
yMrUhese^^ 

rwional local hirinz prosgw tsjocgm2& 

(r.) Projec ts Utilizing Federal or State 'Funds, 

yjoMeJMemLo^^ ' ■ 

coMrmMlmn^^ 

recmmg^^ 
Jrvjnmd^ 

of this Policy to Citv-funded consJ mcUojimzL 
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f 
V 



fit) Alternative Terms in Case of Conflict. Where th e provisions of this Poli^wouldbe 
prohibited bv federal or state law, or where the application of this Policy would violate or be 
inconsistent with the terms or conditions of a grant o r a c ontra ct with magmmoOh e United States or 
the State of California, and where segregation of funds pursuant to subsection 6. 22(G)(3)(c) fi) is no t 
administratively feasible with regard to some or a ll o f the pro ject in question, then OEWD, in 
c onsultation with the awarding de partment, shall adapt requ irements of this Policy into a set o f 
contract provision* that advance th e pur poses of this Pol icy to the maxi mum extent feasible witho ut 
mn flictingwith federal or state law or with terms or con ditio ns o £t he state or federal gra nt or contract 



in_ 
or 



question. The awarding department shall include this set of contract p rovisions in the public works 
im provement contract with regard to the project or por tions o fthe project for which this Polic y 
would conflict with federal or state requirement s. 

(d) Out-of-State Workers. Protect work hours performed by resid ents of states other than 
California shall not be considered in calculation of th e num ber of pro ject work hours to which the loca l 
Urine requirem ents ap ply. Contractors and su b contractors shall report to awarding departments and 
OEWD the number of project work hours performed bv residents of states other than California. 
(4) Local Hirins Requirements. 

(a) For each covered project, the following requirements s hall ap ply to each prime , 
mntractor and s ubcontractor that performs project w o r k in e xcess of the Threshold Amount set forth in 
section 6.1 of this Chapter, as that amount mav he amended, with regar d to project work actually 
performed bv th e prime contractor and work i n cluded under any subcontract, including all work 
performed bv a subcontractor and all lower- tier subcontractors under the subcontract^ ■ 

(i) . The initial mandatory participation level is 25% of all pro ject work hours within each 
trade performed bv local residents with no less than 12.5% ofalU>roiect work hours within each tr ade 



performed bv disadvantaged workers. Subject to the per iodic reviewMocess set forth in subsectio n 
6. 2 2(G)(4)(b). helow. the mand atory participation level for p roje ct work hours shall increase annually 
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mdmm db 1 ^ ■ 
disadvantased wojjcers^ 



Year After Effective Date That 
C.nntrart. U AdvertisedJorBids 


M an <lntnru Participation Level . 
Far Project Work Hours 


0-1 


25% 


1-2 


30% 


2-3 . . 


35% 


Periodic Review 


Periodic Review 


3-4 


40% 


4-5 


45% 


5-6 


50% 



hv disadvantaged workers^ 
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2 i20?2? *iM 

3 r eport to OEWD the project work hours utilized in each design ated Specializ edTrade 

4 (U i Periodic Review By OEWD q^msOs^ESBJlt^Sr^myd^ 

5 Controller's Office .hall every three V ea r S &mJhejmB!&<^^ 

6 emnSJmndmryMrMmti^^ 

7 Section 6.22(G) (V The OKWD/Controller rey imJiMmMmm^^ 

8 sjmhMmmedunmd^^ 

g < r> (G)M\(am. ahove- fa) assess the lentf jummimMdjoiLm^ 

10 ffia/jfe^^^ 

12 .WMS^^ 

13 ItMjirmiMimntm 
14 

15 omeshaMjmmkMikJ^^ 

18 n^n the Controller's Office shaUMMdiJolImBm!^^ 

20 L^^ife^^ 

21 maarfato^^ 

22 tmcmmJevMsM^^ 

23 I suBBlaDiJmj^^ 

24 I giHiJmmri^^ ' 

25 I ggrtia^Moai^^ 
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™ ~ . r - ii •..■...„,' ,™ ™nv\Anir>-r\l hit" 



accwnwj^ - ... 



^^^^ . 

fi) Local Hiring In centives. 



, , 6 77(G)(4)(c) shall ngik^ 

and sh aU not .^^^^ 
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V rnl«* and OEW D has annroved the contracto r!so^^ 

Xuhrnntractors re questing incentive paym mtsshaUsu^^ 

nP.WD through thr r*"« factor, not directly tpj hejmirdm^ 

suhrnntractor in centives shall be paid tojM mM 

^mntractor(s). Prim, contractor must Bg K g&^^ 

incentives from the City. 

■ m OEWD shall hv regulation, develop non-f inmMMmtim^ such as expedit ed 

permitting and reduced administrative bu rden. 

(6) Additional Contractor Rights and Responsibilities. 

(„\ Loral Hiring Plan fnrharve Projects. For cove redmMmlSes ti^nted to cost more t han 
* 1 nnf, Onn. the p rime contractor shall prem remdmbmittoMmmmm^m^^Mm 
f„ ™ V mvnl a local Win? plan for fe^ggcf^lMj^^ 
Cementation of the requirements of thisMmLindud^ 
Visions of subc ontractors, a descripti on ofjhejmng^roc^^ 



Ornate of 'numbe rs of targeted workers n eed^Jrom^^ and qualification s 



„W*rf for such tar^d workers. An awarding deparmm^LBSUsayedJMse to Proceed (NTPj 



,„i^„ t r^iuinr , the Local Hiring Planjhea a^^ 



.hmHtel nf tha Plan hut in no case, JEmM MikiifeMMfe .''' * has verifie d 



in writing that OEWD has approved t h e prime contractor's local hiring plan. . 



(h) ■ Referral Sources. Where a contractor's o r subcontractor's preferr e d or preexistin g 
Mn m or staffing procedures for a cfflggrfjgBferfi!^^ 

.„„Wi, the local hiring requirements olthMJEdmJhejmtm . 
procedures to identify arid retain targeted wgrMl^Jlimj^ 
fmn, Citvltaild. S an Francisco's centralized rjifimd^^ 

ore referred bv Qn-ihnU within three business dgiSjoftMimmL^^ . 
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describedjruhere^^ 

asajennofmr^^ 

Aejubcorgractors^ 

(7) Enforcement. 

fc, p r , r „fr,KWn OF.Wn is authorized t o_^meMMmsMl!mJMm-M!W^ 

bevermiSMMtZ^^ 
.fnfu^rpUvn. rit to this Policy. 

ijmgmntMmLMon^^ 
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r presentatives of nil stakeholders affected by or inter ested in this Policy to exchange information and 
ieas and to advise OEWD staff concerning the operation an d resu lts of the Policy. 

(r) Recordkeeping. Each contractor and subc o ntractor shall keep, or cause to be kept , for a 
period of four years from the date of substantia l completion of project work on a covered project ^ 
■ertified payroll and basic record, including time cards, tax for ms, a nd superintendent and foreman 
lailv loes. for all workers within each trade performing work on th e cov ered pro ject. Such records 
•hall include the name, address and social securi ty number of each worker who worked on the covered 
anient his or her classification, a general description of the work each worker performed each day, 
he ap prentice or iournev-level status of each w orker, daily and weekly number of hours worked, the 
:el.f-identified race, vender, and ethnicity of each work e r, wh ether or not the worker was a local 
resident or disadvantaged worker, and the refer r al source or method through which the contractor o r 
Contractor hired or retained that worker for w ork on the covered project (e .v. , core workforce ^ 
name call, union Urine hall. Citv-desimated r e ferral source, or recruitment or hiring method ^ 
Contractors and subcontractors may verify th a t a worker is a local resident through the worker's . > 
possession of a yalid SF City ID Card or other government-is s ued id entific ation. OEWD and awarding 
de partments mav require additional records to b e ke pt with regard to contractor or subcontracto r 
com pliance with this Policy. All records described in this section shall at all times be open to 
ins pection and examination by the duly author ized officers and agents of the City, including 
representatives of the awarding department and the O EWD., 

■ (d) Reporting. The OEWD shall establish reporting procedures for contractors and 
subcontractors to submit to OEWD and the a w arding department the records described above, , for 
pur poses of monitoring compliance with and effec tiveness of this Policy and monitoringopm^tionof 
the. City's public construction sect or for other valid MrvosesriM&X^^ 

^nndadkcri^ All records 'submitted by contr a ctor or subcontractor shall be accompanie d 
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idicatinz that the records are correc t and complete., 

' (J± M^tnr^a From time to time and mitsjjM 

<^nrtm.nt mav mo nitor and investigate ew djgnc^^ 
toured projects wit h requirements ofthis PjmLO^ 
ijrhuoe®^^ 

?nrh mntractor an d subcontractor shalld low^^ 
A partment, in the performance of their dut iesjoj^^ 
,rr,,, to the emo te™* of the contractor and su b^im*^^ 

wghMsPoUc^^ 

gyerjheadnmm^ 

mil**** under subsection sTl^MM 

rr*nt* a nrocess f or members of the publicj ovdmit^^ ■ 
n^ rv .ru„ npwn .hall investigate all complainttMMJZLM^^ 

ardcgmlusiQj^ 
wtihju^^ 

nmitoringan^^ 

anv witness who mav have 'information related t o a complaint 
(f) Compliance Procedures. 

g) _ Consequences of Noncompliance. Aym ^gJ^ms^dimS P have the authority 
thea^^ 
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n* Je.mhcd herei n, assess damages for ojhervioMw^^ 
set forth in Article V of this C hapter, including debarment 

fa) n„„i,l„„;l Dama ns - Amount. Any contrac tgrjorsuhcontractor who fails to sati sfy 

local hiring requ irements of this Policy shall pa KjmdJnjhe^^ 

contractor and subcontractor shall jointly a ^.. WS r ! ^UiemSmMmMMmm!tmdtoM 



journeyman or ap prentice prevailing wa mrm^mmMM^OlM ch wage as estab lishedMJM 
Koord of, Supervis or, or the California Deyartment o[M!^^ 



for the nrimary tr ^» «W by the contractor or S ubconJrgmi™M<L^^ 
ivhick the contra ctor or subcontractor fell sh ortm^miJmnSJ muirement. The as semnentof 
li quidated damages under this subsection shal l. notjs^dudeMCUyJhm 

or remedies to which it is entitled., 

(Hi ) Assessment of Liquidated Damages. I tjhgMsJhedutv o f the awarding d jmrtrnenL v 
when certifying t r> th* Controller any payment whi c h may become d uejmderjLe ontract. to deduct fro m 
.aid payment or peon's the total amount of lirnddat^dsmm^Mda^SJ! ^^ 7" d ° in & 
SjUhe^mmeMhead^^ 

notice to the awar ding department, certify to Os&S^sas^m^'^t o f liquidated dar nagesto 
deduct from any u n^eM as provided for in this su bs^m^erMjication o f assessments under thi s 
,„Ww,v,„ ,hall. he made only upon anim&igMmMlheUm^ 

written notice to the contractor or subcontractor i denmmMMmMkMMammmnt^ 
assessments, an d providing the contractor or subcontr ac tor with the o pportunit y to respond. T he 
Controller, in issuing any warrant for any w ehjwmUheB^^ 
otherwise he due on said payment or paymen tsjhijmmL!^^ 

rrrfifiH ^, ,,taina<r P . to cover contract performancetharmLbmme d^ to contractor und er 
,uhsection 6.22(1) may he withheld by the City pendm gjukmBmMLhxM^ 
nf.wn as to whether a contractor or subcontract or must pay I ja uidated dam ages^ 
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representative^ 
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mtki* W davs of the conclusion of the heari mJMJmrmo^^ 

ecmmMkmm^ 

n».«st ofRndinvs a nd a determination. ?Mj *g^ 

(* t\ Th« contractor or subcontractor may apim laJlnd^^ 
T u> ^ fiU** in th, San Francisco Superior Cgunaj^^ 
Mn f Civil Procedure section 1084, et seg-^ atLmiM^ 

M) Distributio n nf U ndated Damazes/T 

^„ w . n^,d. as provided in the forej^ngj^^ 
,r ^hmntractor ha s conceded to the timd atej^^ 

lemmimm^ 

,iMM into a spec ial account which shaU bej?^^ 
rh, funds deposite d into this account shall b emdl^^ 

further developme nt nf workforce de velo pment initiatives totrn MLmiMe p^e local residen tsjor 

careers in construction. 

(,H) Other Violations: Repeated Violatim s^ViQMm^ 

othea^medie^^ 

«fr,n,.dies under t he contract may be inyokM JnduM®^ 
r —t< fa counts deemedyrovortionaLtoth^^ 

nnd im plement 'daw *** claims and other noncMmMmcemmm^s assessed or re quired by 
OEWD. 

(8) Miscellaneous. 

. (n ) Reflations nnd Administrative Guidance^ mW&shgMf^^ department . 
autho^^ 

anidance remrdin* im plementation of the PoU cyJ^^^ 
r etirements, (ii) incentive pay ments, (Hi) mom tgm^^ 
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rmctcoymged^^ 

.^cablel^ 
^^rther^^ 

vplementine s ystems needed to adm mMmam^M&kIoU£^ 

ndMmw^rgym^ 
lOhecgstUmlM^ 

wne^// ™ p *rvise the expenditure _^ aMs^mm23MM^£m^ 
Kff.rtiveDate. This Policy shall becomej zffe^^ 

lavs after such date.. 
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that is added to the scope o f an Existing PLA based on a discretionary decision by the awarding ' 
department after the effective date of this Policy. 

(f) Annual Report To Board. Commencing on March 1, 2012, and annually thereafter, the 
Director ofOEWD shall submit a written report to the Board of Supervisors. That report shall 
document each awarding department's performance under the terms of this Policy, includin g, among. 
other things, the compliance of each department's contractors and subcontractors with the 
requirements of this Policy, any significant challenges experienced by OEWD or awarding departments 
in implementing or enforcing this Policy, and proposed remedies to address any such challenges. That 
report shall include documentation, organized by awarding department; of the overall perc entage of 
project work hours on covered projects performed by local residents, disadvantaged workers, local 
resident apprentices, and residents of states other than California. Awarding department s shall 
cooperate with requests bv OEWD for information needed by the Director to make suck reports to the 
Board. 

(g) Material Term; Contractors ' Agreements. All contracts and subcontracts for 
performance of project work shall include compliance with this Policy as a material term, directly 
enforceable bv the City as described herein. As a condition of performance of project work, each 
contractor and subcontractor agrees: to comply with all provisions of this Policy; that pro visions of 
this Policy are reasonable and are achievable by the contractor or subcontractor, including the 
reporting requirements and consequences for noncompliance described herein: and t hat the contractor 
or subcontractor had a full and fair opportunity to review and understand terms of this Policy, in 
consultation with counsel if so desired. 

- (h ) Severability. If any provision of this Policy or any application thereof to any person or 
circumstances is held invalid by final judgment of any court of competent jurisdiction, such invalidity 
shall not affect other provisions or application of this Policy which can be given effect without the 
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severable.. 
Policy . 

injhejnheoMM^ 

(H) Modifications-General Requirements. If it becomes necessary in the 
prosecution of any public work or improvement under contract to make alterations or 
modifications or to provide for extras, such alterations, modifications or extras shall be made 
only on written recommendation of the department head responsible for the supervision of the 
contract, together with the approval of the Mayor or the Mayor's designee or the board or 
commission, as appropriate to the department, and also the approval of the Controller, except 
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as hereafter provided. The Mayor or the board or commission, as appropriate to the 
department, may delegate in writing the authority to approve such alterations, modifications -or 
extras to the department head, except as provided below. The Controller may delegate in 
writing the authority to encumber funds from prior appropriations for such alterations, 
modifications or extras to the department head prior to the certification for payment. Such' 
authority, when granted, will clearly state the limitations of the changes to be encompassed. 

(1) Increasing or Decreasing Price, Alterations, modifications or extras in any ■ 
contract, which will increase or decrease the contract cost or scope, may be made or allowed 
only on the written recommendation of the department head responsible for the supervision of 
the contract stating the amount and basis for such increase or decrease. For any cumulative 
increase or decrease in price in excess of ten percent of the original contract price or scope, 
the department head shall obtain the approval of the Mayor or Mayor's designee or the board 
or commission as appropriate and also the approval of the Controller notwithstanding any 
delegation provided for above. 

. - (2) Extensions of Time. Upon finding that work under a construction contract 
cannot be completed within the specified time because of an unavoidable delay as defined in 
the contract, the department head may extend, the time for completion of the work. If the 
cumulative extensions of time exceeds ten percent of the original contract duration, the 
department head shall first obtain the approval of the Mayor, the Mayor's Designee, board or 
commission, as appropriate to the department notwithstanding any delegation provided for 
above. All time extensions shall be in writing, but in no event shall any extension be granted 
subsequent to the issuance of a certificate of final completion. 

(a) Time Extension Not Waiver of City's Rights. The granting of an extension of 
time because of unavoidable delays shall in no way operate as a waiver on the part of the City 
and County or the department head, Mayor, board or commission of the right to collect 
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liquidated damages for other delays or of the right to collect other damages or of any other 
rights to which the City and County is entitled. 

(b) No Extension Granted When Contract Based on Time Estimates. When any 
award of contract has been made in consideration, in whole or in part, of the relative time 
estimates of bidders for the completion of the work, no extension of time may be granted on 
such contract beyond the time specified for completion, unless the liquidated damages for 
each day the work is uncompleted beyond the specified time shall be collected; provided, 
however, that this shall not apply to unavoidable delays due to acts of God. 

(c) Avoidable and Unavoidable Delay; Limitation of Damages for Delay. The 
department head administering the public work shall have the authority to specify in the 
contract the delays that shall be deemed avoidable or unavoidable. The City and County shall 
not pay damages or compensation of any kind to a contractor because of delays in the 
progress of the work, whether such delays be avoidable or unavoidable; provided, however, 
the City and County may pay for (1 ) delays caused to the contractor by the City and County; 
and (2) such unavoidable delays as may be specifically stated in the contract. Such latter 
delays will be compensated for only under the conditions specified in the contract. 

(d ) Notice of Delay Required. The contractor shall promptly notify the department 
head in writing, of all anticipated delays in the prosecution of the work and, in any event, 
promptly upon the occurrence of a delay, the notice shall constitute an application for an 
extension of time only if the notice requests such extension and sets forth the contractor's 
estimate of the additional time required together with a full recital of the causes of unavoidable 
delays relied upon. The department head may take steps to prevent the occurrence or. 
continuance of the delay, may classify the delay as avoidable or unavoidable and may 
determine to what extent the completion of the work is delayed thereby. 
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(I) Liquidated Damages. Any contract may provide a time within which the 
contract work, or portions thereof, shall be completed and may provide for the payment of 
agreed liquidated damages to the City and County for every calendar or working day 
thereafter during which such work shall be uncompleted. 

(J) Retention of Progressive Payments. Any contract may provide for 
progressive payments, if the Advertisement For Bids shall so specify. Each progress payment 
shall constitute, full compensation for the value of work performed and materials furnished for 
a specified period, less amounts withheld as a result of dispute or as required by law. 

(1 ) From every progress payment, the City shall hold 1 percent in retention. 

(2) if the department head responsible for the public work determines that the 
contract is 50 percent or more complete, that the contractor is making satisfactory progress, 
and that there is no specific cause for greater withholding, the department head, upon the 
written request of contractor, may authorize one of the following two options: (a) the City shall 
release part of the retention tq-the contractor so that the amount held in retention by the City, 
after release to the contractor, is reduced to an amount not less than 5 percent of the total 
value of the labor and materials furnished, and the City shall proceed to retain 5 percent of 
any subsequent progress payment under the contract; or (b) the City shall continue to hold the 
already withheld retention amount, up to 5 percent of the total contract price, and shall not ' 
deduct further retention from progress payments. 

(3) The department head shall authorize the release of retention, in whole or in part, 
for work completed by subcontractors certified by the HRC as LBEs. The department head 
shall do so only upon a written request by the contractor certifying (i) the work by the certified 
LBE subcontractor is completed and satisfactory (ii) the total final amount paid to the certified 
LBE subcontractor and (Hi) the amount of retention associated with the work performed by the 
certified LBE subcontractor. Following a release of such retention, and in order to calculate 
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retention and retention withholding from further progress payments, the City will reduce the 
total retention required under the foregoing paragraphs (1 ) and (2) by the amount paid to the 
certified LBE subcontractor(s) for whom the City released the retention. The release of 
retention under this subparagraph shall not reduce the responsibilities or liabilities of the 
contractor or its surety under the contract or applicable law. For any contract awarded under 
this Chapter prior to the enactment of this subparagraph, a department head may in his or her 
sole discretion incorporate this subparagraph by change. 

(4) The department head shall authorize the release of retention, in whole or in part, 
for work completed by subcontractors under any public work contract. awarded under this 
Chapter with a construction duration of more than two years. The department head shall do 
so only upon a written request by the contractor certifying (i) the work by the subcontractor is 
completed and satisfactory (ii) the total final amount paid to the subcontractor and (iii) the 
amount of retention associated with the work performed by the subcontractor. The City may 
issue the retention within six months of the date of the request. Following a release of such 
retention, and in order to calculate retention and retention withholding from further progress 
payments, the City will reduce the total retention required under the foregoing paragraphs (1) 
and (2) by the amount paid to the subcontractors) for whom the City released retention. The , 
release of retention under this subparagraph shall not reduce the responsibilities or liabilities 
of the contractor or its surety under the contract or applicable law. For any contract awarded 
under this Chapter prior to the enactment of this subparagraph with a construction duration of 
more than two years, a department head may in his or her sole discretion incorporate this 

subparagraph by change order. 

(5) Retention shall be withheld solely for the benefit and protection of the City, 

(6) The City shall release retention to the contractor upon the following conditions: 
(a) the contractor has reached final completion under the contract terms and conditions and 



Supervisor Avalos 

BOARD OF SUPERVISORS 



473 



Page 37 
12/1/2010 

n:\govern\as2010\1000579\00666392.doc 



1 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 



(b) the contract is free of offsets by the City for liquidated damages, defective work and the 
like, and is free of stop notices, forfeitures, and other charges. When the department head 
responsible for the public work or his/her designee determines that the contract is 98 percent 
or more complete, the department head or his/her designee may reduce retention funds to an 
amount equal to 200 percent of the estimated value of work yet to be completed, provided that 
the contract is free of offsets by the City and is free of stop notices, forfeitures, and other 
charges. 

(7) In no event shall the City be liable for interest or charges arising out of or 
relating to the date the City issues any progress payment or the date the City releases all or 
part of the retention, except that the City will pay interest at the legal rate, as set forth in 
section 685.01 0(a) of the California Code of Civil Procedure as that section may be amended 
from time to time, on any improperly withheld amounts commencing no earlier than 90 days 
after the date the City should have made any progress payment or released all or part of the 
retention. Under no circumstahces shail the legal rate of interest paid by the City under this 
.provision exceed 10 percent per annum. The payment of interest under this provision is the 
limit of the City's liability with respect to any claim for interest on improperly withheld amounts. 

(K) Inspection and Acceptance of Completed Work; Final Payment. The 
department head authorized to execute any contract for public works or improvements shall 
be responsible for the inspection and acceptance of such work on completion. Such 
acceptance shall be in writing and shail include the certificate of the department head 
concerned that the work covered by the contract has been fully and satisfactorily completed in 
accordance with the plans and specifications therefor. Receipt of copy of such acceptance in 
. writing shall constitute the Controller's authority to complete any payments due the contractor 
under the contract; provided that the Controller may make such additional investigation or 
inspection as is provided by Administrative Code Section 10.07. 
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(L) Termination for Convenience. In all contracts for the construction of any 
ublic work or improvement, the department head authorized to execute any contract for any 
ublic work or improvement may include in the specifications setting forth the terms and 
onditions for the performance of the contract a provision that the City and County may 
srminate the performance of work under the contract whenever the department head shall 
letermine, with the approval of the Mayor, the Mayor's designee or the board or commission 
;0 ncerned, that such termination is in the best interest of the City and County. Any such 
ermination shall be effected by delivery to the contractor of a notice of termination specifying 
he extent to which performance of work under the contract is terminated and the date upon 
Nhich such termination becomes effective. The department head is hereby authorized to 
nclude within such construction contract the appropriate language to implement this 
subsection. 

(M) Articles Not to be Prison Made. No article furnished under any contract 
awarded under the provisions of this Chapter shall have been made in a prison or by convict 
labor except for articles made in prisons or by conyicts under the supervision and control of 
the California Department of Corrections and limited to articles for use by the City and 

County's detention facilities. • 

(N) Employment of Apprentices. All construction contracts awarded under this 

Chapter shall require the Contractor to comply with the requirements of the State 

Apprenticeship Program (as set forth in the California Labor Code, Division 3, Chapter 4 

[commencing at Section 3070] and Section 1777.5), as it may be amended from time to time, 

and shall require the Contractor to include in its subcontracts the obligation for subcontractors ' 

to comply with the requirements of the State Apprenticeship Program. 
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(0) Safety. All construction contracts awarded under this Chapter shall require the 
Contractor and all of its subcontractors to abide by the applicable Occupational Safety and 
Health statutes and regulations. 

Additionally, ail construction contracts awarded under this Chapter shall require the 
Contractor and all of its subcontractors to abide by the requirements of Administrative Code 
Section 64.1, prohibiting masonry-dry cutting and masonry dry-grinding, with exceptions. 

(P) Claims. The City shall consider only those claims for additional payment under 
a public work contract that are certified and that conform to the contract requirements for 
claims, pricing, and schedule. 

(1 ) Claims by Contractors. The contractor shall certify under penalty of perjury that 
(a) the claim is made in good faith; (b) the supporting data are accurate and complete to the 
best of Contractor's knowledge and belief; and (c) the amount request accurately reflects the 
Contract adjustment for which the Contractor believes the City is liable. An individual or 
officer authorized to act on behalf of the Contractor shalf execute the certification. 

(2) Claims by Subcontractors. Subcontractors at any tier are not third-party 
beneficiaries of any Contract awarded under this Chapter. The City shall not consider a direct 
claim by any subcontractor. A Contractor presenting to the City any claim on behalf of a 
subcontractor must certify the subcontractor's claim in the same manner the Contractor would 
certify its own claim under the foregoing paragraph (1). 

APPROVED AS TO FORM: 
DENNIS J. HERRERA, City Attorney 



By: 




JOHN G. WHITE 
Deputy City Attorney 
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I FfilSI ATIVE DIGEST 

[San Francisco Local Hiring Policy For Construction] 

Ordinance amending Administrative Code Chapter 6, Public Works Contracting 
SSes and Procedures, Subsection 6.22(G), to establish a local hiring pohcy for C.ty 
oub»c work orTmprovement projects requiring contractors and the.r subcontractors to 
DeS,rm certa n percentages of project work hours using San Franc.sco res.dents and 
dfsldvantaged I San Francisco residents, making findings in support of he policy, 
autSnq Tncentives for contractors and subcontractors who exceed local h.nng 
reSrents Tandating assessment of liquidated damages against contractors and 
XonTractors who fail to meet minimum local hiring requirements, and estabi.shmg 
mo^Sng enforcement and administrative procedures in support of the pol.cy. 

Existing Law 

Administrative Code Chapter 6 addresses contracting policies and procedures for City public ■■ 
work or improvement projects. 

Section 6 22 sets forth' required contract terms and working conditions for City public work or 
Section b.^ seis to, M requires contractors performing public work or 

ba ffled individuals who are residents of the City to comprise not less than 50% of each 
coSor I . construction work force, and establishes various recordkeeping and enforcement 

procedures. 

Amendments to Current Law 
Subsection 6.22(G) is amended to: 

. Rename the subsection the San Francisco Local Hiring Policy for Construction (the 
"Policy"). (New subsection 6.22(G).) 

. Make findings in support of the Policy. (New subsection 6.22(G)(1).) 

' . Define various terms used in the Policy, including covered project disadvantaged 
worker, local resident, and project work hours. (New subsection 6.22(G)(2).) 

. Reauire application of the Policy to public work or improvement contracts with prime 
contradors estimated to cost more than the Threshold Amount set forth in Section 6.1 
rfS^e^atamourrt may be amended. The current Threshold Amount ,s 
$400,000. (New subsection 6.22(G)(3)(a).)) 
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• Require application of the Policy to City projects constructed within 70 miles of the 
jurisdictional boundary of the City and County of San Francisco, except that local hiring 
percentage requirements shall apply in proportion to the City's actual cost after 
reimbursement from non-City sources compared to the total cost of the project. 
Require application of the Policy to covered City projects constructed 70 miles or more 
beyond the jurisdictional boundary of the City and County, except that the "local" 
requirement shall include San Francisco residents and workers local to the area and 
region where the work is located. (New subsection 6.22(G)(3)(b).) 

• Establish required procedures for projects using federal or state funds if application of 
the Policy would violate federal or state law, or would be inconsistent with the terms or 
conditions of a grant or contract with an agency of the United States or the State of 
California. (New subsection 6.22(G)(3)(c).) . 

• Exempt project work hours performed by residents of states other than California from 
local hiring requirements of the Policy, and require the Office of Economic and 
Workforce Development ("OEWD") to track work hours performed by non-California 
residents and report such statistics to the Board on an annual basis. (New subsections 
6.22(G)(3)(d) and 6.22(G)(8)(f).) 

• Apply local hiring requirements to each prime contractor and subcontractor that , 
performs project work in excess of the Threshold Amount set forth in Section 6.1, With 
regard to project work actually performed by the prime contractor and work included 
under any subcontract, including all work performed by a subcontractor and all lower- 
tier subcontractors under the subcontract. (New subsection 6.22(G)(4)(a).) 

/ • Require an initial local hiring requirement with a mandatory participation level of 25% of 
all project work hours within each trade performed by local residents, with no less than 
12.5% of all project work hours within each trade performed by disadvantaged workers. 
Subject to the periodic review process set forth in subsection 6.22(G)(4)(b), require the 
mandatory participation level for project work hours to increase annually over six years 
. at increments of five percent (5%), up to a mandatory participation level of 50% of 
project work hours within each trade performed by local residents, with no less than^ 
25% of all project work hours within each trade performed by disadvantaged workers 
by the sixth year. (New subsection 6.22(G)(4)(a)(i).) 

• Require at least 50% of project work hours performed by apprentices on covered 
projects be performed by local residents, with no less than 25% of apprentice project 
work hours performed by disadvantaged workers. (New subsection 6.22(G)(4)(a)(ii).) 

» Authorize OEWD to publish a list of "specialized trades" for which the local hiring 
requirements shall not apply based on a determination by OEWD regarding limited 
availability and demand for such trades. (New subsection 6.22(G)(4)(a)(iii).) 
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• Require OEWD, in coordination with the Controller's Office, every three years from the 
effective date of the Policy to (i) review and evaluate the impact of the existing 
mandatory participation levels and (ii) report on the financial incentive program. Upon 
completion of such periodic reviews, require OEWD and the Controller's Office to 
report to the Board on their findings, determinations and proposed amendments to the 
mandatory participation levels and/or the financial incentive program, if any. Authorize 
the Board by resolution to fix and determine the mandatory participation levels by trade 
and available financial incentives, if any. (New subsection 6.22(G)(4)(b).) 

• Authorize contractors and subcontractors to accumulate credit hours for hiring San 
Francisco residents on non-City funded projects and apply those credit hours to 
contracts for covered projects to meet the applicable mandatory- local hiring 
requirements, and direct OEWD to develop criteria for applying such credit hours. 
(New subsection 6.22(G)(4)(c).) 

o Authorize financial and non-financial incentives for contractors and subcontractors who 
exceed local hiring requirements, including financial incentives that comply with 
applicable law and that do not exceed one percent of the estimated cost of the contract 
and non-financial incentives developed by OEWD through regulation. (New subsection 
6.22(G)(5).) 

• . Require prime contractors for projects estimated to cost in excess of $1 ,000,000 to 

prepare and submit a local hiring plan to the awarding department and OEWD. (New , 
subsection 6.22(G)(6)(a).) 

» Require a contractor or subcontractor to use the CityBuild referral program if 
contractor's or subcontractor's preferred or preexisting method of hiring does not 
enable contractor or subcontractor to meet the local hiring requirements of the Policy. 
(New subsection 6.22(G)(6)(b).) 

• Clarify that the Policy does not limit a contractor's or subcontractor's ability to assess 
qualifications of prospective workers or to make final hiring and retention decisions. . 
(New subsection 6.22(G)(6)(c).) 

• Require that the City have third party beneficiary rights under subcontracts to enforce 
the requirements of the Policy directly against subcontractors. (New subsection 
6.22(G)(6)(d).) 

• Authorize OEWD to enforce the Policy and require awarding departments to work 
cooperatively with OEWD. (New subsection 6.22(G)(7)(a).) 
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• Authorize OEWD to engage its community-based partners to assist with recruitment 
and retention of targeted workers and direct OEWD, through the existing Workforce 
Investment Board, to provide a forum for community members, community-based 
organizations, and representatives of ail stakeholders affected by or interested in the 
Policy to exchange information and ideas concerning the operation and results of the 
Policy. (New subsection 6.22(G)(7)(b).) 

• Establish recordkeeping requirements relating to the Policy. (New subsection 
6.22(G)(7)(c).) . 

• Establish various reporting and monitoring requirements relating to the Policy. (New 
subsections 6.22(G)(7)(d) - (e).) 

• Establish various consequences of noncompliance with the Policy, including 
assessment of liquidated damages against contractors and subcontractors who fail to 
satisfy local hiring requirements in an amount equal to the journeyman prevailing wage 
rate for the primary trade used by the contractor or subcontractor on the project for 
each hour by which contractor or subcontractor fell short of the local hiring requirement. 
(New subsection 6.22(G)(7)(f)(ii).) 

• Establish a process for assessment of liquidated damages, including a hearing. • 
procedure for contractors or subcontractors who wish to contest an assessment. (New 

; subsections 6.22(G)(7)(f)(iii), (v).) 

• Authorize a contractor or subcontractor to avoid an assessment of liquidated damages 
if the contractor or subcontractor agrees to sponsor an OEWD-specified number of new 
apprentices in trades in which noncompliance is likely and retains those apprentices 
throughout the duration of the project, subject to certain verification requirements. 
(New subsection 6.22(G)(7)(f)(iv).) 

• Require liquidated damages collected for violations of the Policy be distributed to a 
special account, and the funds deposited into, that account be used tp support 
enforcement of the Policy and workforce development initiatives. (New subsection 
6.22(G)(7)(f)(vi).) 

• Authorize and require OEWD to issue regulations and administrative guidance 
implementing the Policy. (New subsection 6.22(G)(8)(a).) 

• Authorize OEWD and awarding departments to enter into contracts for investigative or 
monitoring services to further the purposes of the Policy. (New subsection 
6.22(G)(8)(b).) . " 
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* Subject to the fiscal and budgetary provisions of the Charter and applicable federal and 
state laws and regulations, authorize OEWD to receive funds from awarding 
departments to support monitoring and enforcement of the Policy. (New subsection 
6.22(G)(8)(c).) 

. • Require application of the Policy to covered. projects first advertised for bids more than 
60 days after the effective date of the ordinance. (New subsection 6.22(G)(8)(d).) 

* Clarify application of the Policy to existing project labor agreements. (New subsection 
6.22(G)(8)(e).) 

• Require the Director of OEWD to submit an annual written report to the Board 
documenting the compliance of each awarding department's contractors and 
subcontractors with ,the requirements of the Policy, any significant challenges 
experienced by OEWD or awarding departments in implementing or enforcing the 

■ Policy, and proposed remedies to address any such challenges. Require the annual 
report to document overall percentages of project work hours performed by local 
residents and residents of states other than California. (New subsection 6.22(G)(8)(f).) 

• Require that all contracts for performance of project work include compliance with the - 
Policy as a material term. ' (New subsection 6.22(G)(8)(g).) 

9 Authorize awarding departments and OEWD to negotiate reciprocity agreements with 
other jurisdictions that maintain local hiring programs, subject to approval of the Board 
- by resolution. (New subsection, 6.22 (G)(8)Q).) 

Background Information 

Recent studies indicate that the City has historically failed to meet its local hiring goals for 
public work or improvement projects. These studies also indicate that the City faces 
unemployment levels that have risen dramatically in recent years, and that several San 
Francisco neighborhoods face concentrated poverty. Studies further indicate that the loss of 
middle-class jobs in San Francisco threatens the City's future competitiveness and overall 
economic stability. 

The construction industry is one of the few industries providing a path to middle-class careers 
for individuals without advanced degrees or facing barriers to quality employment, and is 
therefore a crucial component of the effort to build economic opportunities for San Francisco 
residents with particular emphasis on low-income and other underrepresented workers in 
various building and construction trades. The local hiring requirements of this ordinance will 
help ensure that employment and training opportunities created by City public work or 
improvement projects provide consistent and high-quality employment opportunities to the 
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San Francisco labor pool, especiaily low income residents and other disadvantaged workers, 
and therefore will help curb spiraling unemployment and' population decline and create more 
sustainable communities throughout San Francisco. 
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Item 7 


Department: 

Office of Economic and Workforce Development , 


EXECUTIVE SUMMARY 





Legislative Objectives 

Ordinance amending Subsection 6.22(G) of the City's Administrative Code to (1) establish a local 
hiring policy, for City public works or improvement projects, which would require firms having 
construction contracts with the City, and their subcontractors, to perform certain percentages of 
their project work hours using both San Francisco residents and disadvantaged San Francisco 
residents, (2) make findings in support of this local hiring policy, (3) authorize incentives for 
construction firms having contracts with the City and their subcontractors who exceed such, local 
hiring requirements, (4) mandate assessment of liquidated damages against construction firms 
having contracts with the City and their subcontractors who fail to meet minimum local hiring 
requirements, and (5) establish monitoring, enforcement, and administrative procedures in support 
of this policy. 

Key Points 

The proposed amendment would rename Subsection 6.22(G) of the City's Administrative Code to 
be known as the San Francisco Local Hiring Policy for Construction. The new policy would apply 
to all City-funded public works or improvement contracts not already advertised or started, for 
prime contractors estimated to cost more than $400,000 and to each subcontractor that performs 
more than $400,000 in work under a prime contractor. 

Following passage of the proposed ordinance, the initial mandatory participation, level is 25 
percent of all project work hours within each trade performed by local residents, with no less than 
12 5 percent of all local project work hours, within each trade, performed by disadvantaged 
workers defined as someone who (a) resides in a census tract within the City with a rate of 
unemployment in excess of 150 percent of the City's unemployment rate; or (b) has a household 
income of less than 80 percent of the Area Median Income or (c) faces barriers to employment 
Mandatory participation level for project work hours shall increase annually over six years up to a 
mandatory participation level of 50 percent of project work hours within each trade performed by 
local residents, with no less than 25 percent of all local project work hours within each trade 
performed by disadvantaged workers. 

The Office of Economic and Workforce Development (OEWD), in coordination with the 
Controller's Office, (a) would be required to evaluate the impact of the local hiring mandatory 
participation levels every three years from the effective date of the proposed ordinance and then 
(b) provide the Board of Supervisors with a report describing their findings, determinations and 
any proposed amendments to the mandatory participation level by trade. The Board of Supervisors 
may then, by resolution, revise the mandatory participation levels by trade. 

» The proposed ordinance also provides incentives for firms having construction contracts with the 
City and their subcontractors who exceed the proposed local hiring requirements, including 
financial incentives not to exceed one percent of the estimated contract cost and non-financial 
incentives to be developed by the OEWD. Conversely, such contractors or subcontractors that do 
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not meet hiring requirements must either (a) pay liquidated damages to the City in an amount 
equal to the prevailing wage for the primary trade for each hour which the contractor or 
subcontractor falls short of the local hiring requirements, (b) hire apprentices during the project at 
a rate of one apprentice per $250,000 of work, or (c) apply the hours that . did not meet the local 
hiring requirements to other non-covered projects. 

Fiscal Impacts 

• Additional administrative costs, to be incurred by the City, associated with the proposed ordinance, 
would be an estimated $607,991 in initial, one-time costs for needed equipment and supplies to be 
incurred by the County Clerk's Office, and ongoing annual administrative costs of $1,650,597 
needed by OEWD and the County Clerk's Office. 

• The City Attorney's Office provides confidential legal advice directly to the Board of Supervisors 
where legislation presents significant legal issues. The City Attorney Office also addresses the cost 
of defending potential litigation and defending any challenges to the legislation if it is adopted. 
Therefore, the Budget and Legislative Analyst cannot currently estimate the potential legal costs 
which would be incurred as a result of the proposed ordinance. 

• The proposed ordinance authorizes financial and non-financial incentives for firms having 
construction contracts with the City and their subcontractors who exceed the local hiring 
requirements. Departments which award construction contracts may use up to one percent of the 
estimated cost of the contract for financial incentives. Due to the lack of specificity surrounding 
potential incentives, the Budget and Legislative Analyst is not able to estimate potential costs to 
the City resulting from such contractor and subcontractor incentives. 

• The administrative and direct programmatic costs associated with the OEWD staff and 
programming under the proposed ordinance would be paid (a) through a combination of General 
Fund monies, work order fluids to the OEWD from the City departments which contract with 
construction firms for public works and improvement projects and (b) from liquidated damages 
collected from contractors and subcontractors that violate requirements of the proposed ordinance. 
Much, of these OEWD costs would require the use of General Fund monies in the first year. 
Administrative and direct programmatic costs required by the County Clerk's Office would be paid 
for through General Fund monies and fees recovered from issuing City Identification Cards (IDs). 

Policy Considerations 

• Mr. Ted Egan, Chief Economist for the Controller's Office of Economic Analysis, offered a 
summary of potential impacts to the City associated with the proposed ordinance. Mr. Egan stated 
that the proposed local hire policy "will reduce unemployment among San Francisco residents 
working in the construction trades, and stimulate the economy. The policy will likely increase labor 
and compliance costs for City contractors, who are likely in turn to inflate their bids to the'City to 
offset these costs. This harms'the economy as well as the City's balance sheet. The targets in the 
proposed legislation are not based on a detailed trade-by-trade analysis of supply and demand. If 
they were, the same number of local jobs could be created at lower' cost to the City. There is limited 
flexibility in the requirement. If the requirements were made more flexible, the same number of 
local jobs could be created at lower cost to the City." 
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Recommendation 

Given that the proposed ordinance would result in an estimated additional $607,991 in initial, 
one-time costs for equipment and supplies and additional ongoing annual costs of $1,650,597, 
much of which would require use of General Fund monies in the first year, and given the potential 
impact to the City as identified by the Chief .Economist for the Controller's Office of Economic 
Analysis, approval of the proposed ordinance is a policy matter for the Board of Supervisors. 
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MANDATE STATEMENT 



Mandate Statement 

Subsection 6.22(G) of the San Francisco Administrative Code lists the terms and conditions for 
ail construction contracts awarded by the City and County of San Francisco. Currently, all 
construction contracts for public works or improvements performed within the boundaries of 
San Francisco must contain a provision whereby the contractor or subcontractor agrees to make 
a "good faith effort" to hire qualified individuals who are San Francisco residents for not less 
than 50 percent of each contractor or subcontractor's construction workforce, and establishes 
various recordkeeping and enforcement procedures. 



DETAILS OF PROPOSED LEGISLATION 



The proposed ordinance would amend Subsection 6.22(G) of the City's Administrative Code to 
(1) establish a local hiring policy, for City public works or improvement projects, requiring 
firms having construction contracts with the City and their subcontractors, to perform certain 
percentages of their project work hours using San Francisco residents and disadvantaged San 
Francisco residents, (2) make findings in support of this local hiring policy, (3) authorize 
incentives for contractors and subcontractors who exceed local hiring requirements, (4) mandate 
assessment of liquidated damages against such contractors and subcontractors who fail to meet 
minimum local hiring requirements, and (5) establish monitoring, enforcement, and 
administrative procedures in support of this policy. 

This report addresses the current version of the proposed ordinance, which includes an 
Amendment of the Whole amending Subsection 6.22(G) of the City's Administrative Code. 

According to Mr. Guillermo Rodriguez, Director of the CityBuild Program at the Office of 
Economic and Workforce Development (OEWD), the proposed ordinance would be effective 60 
days after approval by the Mayor. The proposed ordinance would rename Subsection 6.22(G) to 
be known as the San Francisco Local Hiring Policy for Construction. This new policy would 
apply to all City-funded public or improvement contracts not already advertised or started 1 , to 



1 City projects constructed within 70 miles of the boundaries of the City and County of San Francisco will be 
governed by the local hiring terms of the proposed ordinance, except that percentage requirements' will apply in 
proportion to the City's actual cost after reimbursement from non-City sources compared to the total cost of the 
project. Where the terms of the proposed ordinance would be inconsistent with the terms or conditions of grants or 
contracts with an agency of the Unites States government or the State of California, the City department or agency 
receiving the grant or contract, where administratively feasible, is expected to segregate federal or State funds from 
City funds, so as to maximize the application of the proposed ordinance to City-funded construction work. Where 
the provisions of the proposed ordinance would be prohibited by State or federal law, or would violate the terms of a 
State' or federal contract, OEWD and the awarding department would be expected to adapt the terms of the subject, 
ordinance into a set of contract provisions that advance the purposes of the proposed local hiring policy to the 
maximum amount feasible. The awarding department would include the set of contract provisions in the public 
works or improvement contract with regard to the conflict between the proposed ordinance and State or federal 
requirements. 
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prime contracts estimated to cost more than $400,000 and to each subcontractor, that performs 
more than $400,000 of work under a prime contractor. 

Under the proposed ordinance, the initial mandatory local hiring participation level would be 25 
percent of all project work hours worked within each trade performed by local residents, with no 
iess than 12.5 percent of all local project hours, within, each trade. performed, by disadvantaged 
workers 2 The mandatory participation level for project work hours would increase annually 
over six years up to a mandatory participation level of 50 percent of .project work hours within 
each trade performed by local residents, with no less than 25 percent, of all local project work 
hours within each trade performed by disadvantaged workers, as shown in Table 1 below. 



Table 1 : Local Residence Participation Levels Under the Proposed Ordinance 


Year After Effective Date That 
Contract Is Advertised for Bids 


Mandatory Local 
Residence Participation 
Level 


Mandatory 
Disadvantaged Worker 
Level 


1 


25% 


12.5% 


2 


30% 


15% 


• 3 


35% 


17.5% 


Periodic Review 


Periodic Review 


Periodic Review 


4 


40% 


20% 


5 


45% 


22.5%) 


6 


50% 


25% 


Source: Proposed Ordinance, File No. 104311 



The proposed ordinance also requires that at least 50 percent of the project work hours 
performed by apprentices shall be performed by local residents, with no less than 25 percent ot 
project work hours performed by apprentices to be performed by disadvantaged workers. 

OEWD in coordination with the Controller's Office, is required to evaluate the impact of 
existing mandatory participation levels every three years from the effective date of the proposed 
ordinance. This review will serve to (a) determine whether there is a sufficient supply of 
qualified unemployed resident workers to meet the escalation rate described in Table 1 above, 
(b) assess the length of time required for each trade to develop a poo! of qualified resident 
workers sufficient to support a 50 percent mandatory participation target, and (c) make findings 
in support of those determinations, and, if appropriate, propose amendments to the Board of 
Supervisors related 'to the mandatory participation level by trade. Upon completion of each 
periodic review, OEWD and the Controller's Office are required to provide the Board of 

2 Disadvantaged Workers are defined as someone who (1) resides in a census tract within the City with a rate of 
unemployment in excess of 150 percentof the City's unemployment rate; or (2) has a household income of ess than 
80 percent of the Area Median Income (AMI) 2 or (3) faces at least one of the following barriers to employment: 
being homeless, being a custodial single parent, receiving public assistance, lacking a GED or high school diploma, 
having a criminal record or other involvement with the criminal justice system, or suffering from chronic 
unemployment. 
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Supervisors with a report describing their findings and determinations and to submit, for Board 
of Supervisors consideration, proposed amendments, if any, to the mandatory participation level 
by trade. The Board of Supervisors is to then, by resolution, fix and set revised mandatory 
participation levels by trade. 

The proposed ordinance also provides financial and non-financial incentives for firms having 
construction contracts with the City, and their subcontractors who exceed the required local 
hiring percentages. Conversely, such contractors and subcontractors that do not meet the local 
hiring requirements may either (a) pay liquidated damages to the City in an amount equal to the 
prevailing wage for the primary trade for each hour which the contractor and subcontractor fell 
short of the local hiring requirement, (b) hire apprentices during the project at a rate of one 
apprentice per $250,000 of work, or (c) apply the hours that did not meet the local hiring 
requirements to other non-covered projects. 3 



FISCAL IMPACTS 



According to Mr. Ronnie Rhoe of OEWD, the OEWD would incur the majority of increased 
administrative costs, with the Controller and the County Clerk to incur other related 
expenditures to implement and monitor the proposed ordinance. Mr. Rhoe advises that the 
proposed ordinance would require OEWD's rigorous monitoring of all projects that have 
construction contractors and subcontractors performing $400,000 or more of covered work, 
estimating that OEWD would be required to oversee "dozens" of new projects each year, as 
well as prepare for an estimated $27,000,000,000 in public works and improvement projects 
scheduled to take place in San Francisco over the next ten years. 

As shown in Table 2 below the proposed ordinance is estimated to result in $607,991 in initial, 
one-time costs for needed equipment and supplies and ongoing annual administrative costs of 
$1,650,597 to be incurred by the OEWD and the County Clerk's Office. 



3 The proposed ordinance contains provisions whereby prior to commencement of work on a covered project, a 
contractor or subcontractor may be released from the requirement to pay liquidated damages in case of 
noncompliance with the local hiring requirement for a particular trade by demonstrating to OEWD that all of the 
following conditions have been met: (a) that compliance with the requirement will not be possible due to a lack of 
available, qualified workers, after contacting and considering workers referred by all available referral sources, 
including CityBuild, (b) that they have sponsored an OEWD-specified number of new apprentices in a California 
Department of Industrial Relations, Division of Apprenticeship Standards-registered apprenticeship program in the 
trade in question, demonstrating that such apprentices have been newly admitted into the apprenticeship program 
pursuant to the contractor's or subcontractor's sponsorship, and (c) committing to retain such apprentices throughout 
the duration of the project. If a contractor obtains a release prior to beginning work on a covered project, 
commitments made by the contractor relating to Subsection 6.22(G) of the Administrative Code must be satisfied 
throughout the course of work on the covered project; or the release becomes invalid and liquidated damages 
requirements shall apply. 
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Table 2: Estimated New Administrative Costs Associated with the Proposed Ordinance 


Office of Economic and Workforce Development (OEWD) 




Initial, One-Time Costs 


. Ongoing Annua! 
Costs* 


Junior Analvst (1840V 1 FTE 




$59,124 






.24,158 


Pnmrnimifv Develonment Soecialist f9774j. 1 FTE 




80,080 


MsnQaiory Fringe t>eneiu^ \?/ 




• 32,721 


Accountant 111 (1654): 1 FTE 




87,878 


Mandatory Fringe Benefits (1654) 




35,907 


Contract Compliance Officer I (2992): 1 FTE 




88,660 


Mandatory Fringe Benefits (2992) 




36,226 


Contract Compliance Officer II (2978): 1 FTE 




1 16,246 


Mandatory Fringe Benefits (2978) 




47,498 


Cubicles, Electric Power Supply - Installation, Labor & Materials 


19,975 




Materials & Supplies - Workstations 


10,016 




Two CityBuild Academy sessions for apprentice training 




625,000 


Recourse Proceeding Costs Resulting from Formal Complaints 




30,000 


OEWD-commissioned study of the San Francisco labor market** 




$41,667 


Subtotal: OEWD Costs 


$29,991 


$1,305,165 


County Clerk's Office*** 


Principal Clerk (1408): 1 FTE 




$65,546 


Mandatory Fringe Benefits (9774) 




26,782 


Senior Legal Process Clerk (8108): 1 FTE 




57,044 


Mandatory Fringe Benefits (9774) 




23,308 


Temporary Salary (8106): 1 FTE 




50,000 


Mandatory Fringe Benefits (9774) 




14,000- 


Bi-lingual Premium Pay 




3,120 


Work Stations. Server. Printers, Registers 


40,000 




Equipment, Software, Hardware, Maintenance 


486,261 




Equipment Maintenance 




52,500 


Software Maintenance 




18,000 


Card Stock 


51,739 




Office Supplies 




3,429 


Language Line Services 




2,657 


Telephone ■ 




4,046 


Appointment Plus System 




25,000 


Subtotal: County Clerk's Office Costs 


$578,000 


$345,432 


Total 


$607,991 


$1,650,597 


*Ongoing costs reflect the first year of operations and may change with future OEWD evaluations ot program costs. 


**The proposed ordinance requires OEWD retain an outside consultant to conduct a study of the San Francisco labor 
market once every three years. OEWD estimates the study cost to be $125,000, one third of which is $41,667. 


***The County Clerk's Office costs listed in this table do not include space to house additional equipment and staff for 
an expanded City ID Card program. According to the County Clerk's Office, the City ID Card Program has insufficient 
space- to house new equipment and staff. ________ 


Sources: OEWD, OLSE, County Clerk's Office 



SAN FRANCISCO BOARD OF SUPERVISORS ' BUDGET AND LEGISLATIVE ANALYST 

7-7 



489 



Budget and Finance Committee Meeting 



December 1,2010 



Policy Administration and Oversight Associated with the Proposed Ordinance 

OEWD estimates that at a minimum, an additional five permanent, full time (FTE) OEWD staff 
would be necessary to conduct the above listed new duties associated with the proposed 
ordinance during the first year of implementation. Table 2 above and Table 3 below identify the 
proposed five additional staff positions and Table 3 below contains OEWD's justification for 
the creation of these five new positions. 



Table 3: New OEWD Staff Associated with the Proposed Ordinance 


Proposed New Positions 


Justification for New Positions 


Junior Analyst (1840): 1 FTE 


OEWD is primarily a grant-funded department, with existing 
staff working on specific Federal and State funded projects, 
who cannot be reassigned to work on other projects. OEWD 
anticipates these three positions are needed for new fiscal, 
programmatic, and data support duties involved with 
managing, monitoring, and ensuring compliance with the 
requirements in the proposed ordinance. 


Community Development 
Specialist (9774): I FTE 


Accountant III (1654): 1 FTE 


Contract Compliance Officer I 
(2992): 1 FTE 


The proposed ordinance designates OEWD staff to enforce 
Chapter 6 obligations, currently performed by HRC staff, and 
moves from contractor "good faith efforts" for local hiring to 
"mandatory" levels of participation, which will require 
increased levels of oversight, enforcement, tracking, and 
reporting as well as investigating complaints. OEWD does not 
anticipate the transfer of any HRC Contract Compliance 
Officers for the purpose of reducing the needed five new 
positions. 


Contract Compliance Officer II 
(2978): 1 FTE 


Source: OEWD 



After the first year of implementation, Mr. Rhoe advised that OEWD intends to re-evaluate the 
staffing needs associated with the proposed ordinance. Specifically, OEWD anticipates that 
more than two new Contract Compliance Officer positions may be required as the policy is 
phased in and local hiring requirements are increased in the second and third year. 

Under the proposed ordinance, firms having construction contracts with the City and their 
subcontractors will have to verify that the individual employees hired in fact reside in San 
Francisco. In accordance with the proposed ordinance, such contractors and subcontractors may 
verify that a an employee is a local resident, based on each employees providing a valid San 
Francisco City Identification Card, issued by the County Clerk's Office. Mr. Rhoe advised that 
OEWD plans to use such City Identification Cards as a preferred form of verification, instead of 
using City staff to process proof of residency by checking other forms of government 
identification and evidence such as household bills and back statements. Applicants for the 
City's Identification Card may go to the City Clerk's Office to obtain such cards. 
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According to Ms. Karen Hong Yee, Director of the County Clerk's Office, currently two full 
time staff work on issuing municipal identification cards, which entails scheduling required in- 
person appointments, examining documents such as bills or bank statements to ■determine local 
residency, processing applications, and issuing cards, which includes photographing card 
recipients' and making the card. Since the City Identification Card Program began in January 
2009, the County Clerk's Office has issued approximately 9,200 Identification Cards (ID). 
Given that the possession of a City ID Card will be the preferred way in which OEWD will 
verify proof of local residency, the City ID Card Program will likely need to expand to meet 
increased demand, however, the level of demand and the cost of such increased demand is not 
currently known. 

In accordance with the proposed ordinance, firms having construction contracts with the City 
and their subcontractors that disagree with the assessment of liquidated damages, including 
penalties resulting from failure to meet the local hiring requirements, may seek recourse through 
a public hearing process. The proposed ordinance states that the hearing request will be directed 
to the City Controller, and the Controller will appoint a Hearing Officer to oversee the public 
hearing. 

According to Ms. Donna Levitt, Director of the Office of Labor Standards and Enforcement 
(OLSE), if this recourse procedure under the proposed ordinance is comparable to the recourse 
procedure used when contractors arid subcontractors have complaints about the City's existing 
Prevailing Wage 4 and Minimum Compensation Ordinance 5 policies overseen by OLSE, the 
Controller's Office would assign such hearing duties to the City's Rent Board Hearing Officers. 
Ms Levitt advised that few public hearings related, to Prevailing Wage and Minimum Wage 
policies actually occur because OLSE handles, most complaints via mediation. Over the past five 
years, each of the Prevailing Wage and Minimum Wage policies has resulted in an average of 
one public hearing per year. However, the Budget and Legislative Analyst notes that the City's 
Prevailing Wage and Minimum Wage policies differ significantly from the proposed ordinance 
to require local hiring, and therefore the number of hearings may not be directly comparable. 

New Programmatic Elements Associated with the Proposed Ordinance 

Under the proposed ordinance, firms having construction contracts with the City and their 
subcontractors may avoid paying liquidated damages by agreeing to hire a specified number of 
OEWD apprentice workers in each of the trades for which damages for noncompliance would 
otherwise be in effect. In order to help ensure that there would be a sufficient supply ' of 
apprentice workers, OEWD anticipates supporting two additional CityBuild Academy sessions 
per year. CityBuild Academy, which is held at City College of San Francisco, is a 14-week pre- 
apprenticeship program that offers hands-on and classroom training designed to prepare San 



4 Workers on government funded construction projects must.be paid prevailing wages. In California, the Department 
of Industrial Relations sets the prevailing wage rate for each craft. The Board of Supervisors has adopted these 
prevailing wage rates for City funded projects, and OLSE oversees the local arm of the prevailing wage program. 

5 The City's Minimum Compensation Ordinance (MCO) generally requires City contractors that provide services 
and City tenants to pay their employees (a) no less than the MCO hourly wage in effect, (b) 12 paid days off per 
year (or cash equivalent), and (c) may take up fo 10 days off without pay per year. 
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Francisco residents for various skilled trades and jobs in the construction industry. 
Approximately 40 persons currently attend each City Build Academy session, and currently 
OEWD pays for two sessions each year. 

The proposed ordinance also requires OEWD to retain an outside consultant to conduct a study 
of the San Francisco labor market once every three years. Given that OEWD commissioned 
such a study in 2010 that was published in October 2010, the next study would be 
commissioned in 2013. Mr, Guillermo Rodriguez of OEWD estimates that the study would cost 
$125,000 to be paid to a private research or consulting firm. 

Potential Litigation Associated with the Proposed Ordinance 

Mr. Buck Delventhal, Deputy City Attorney, informed the Budget and Legislative Analyst that 
the City Attorney's Office regularly provides confidential legal advice directly to the Board of 
Supervisors where legislation presents significant legal issues. The City Attorney's Office will 
address the cost of defending potential litigation and defending any challenges to the legislation 
if it is adopted. Therefore, the Budget and Legislative Analyst cannot currently estimate any 
potential legal costs which would be incurred as a result of the proposed ordinance. 

Incentives for Contractors and Subcontractors Who Exceed the Local Hiring 

Requirements 

The proposed ordinance authorizes financial and non-financial incentives for firms having 
construction contracts with the City and their subcontractors who exceed the local hiring 
requirements. The financial requirements are specified as not to exceed one percent of the 
estimated cost of the contract. Due to the lack of specificity surrounding potential financial 
incentives, the Budget and Legislative Analyst is not able to estimate potential cost to the City 
resulting from such contractor and subcontractor incentives. 

Source of Funds 

The administrative and direct programmatic costs associated with both the initial one-time and 
annual ongoing expenses for the 1 OEWD staff and programming under the proposed ordinance, 
including costs of funding two CityBuild Academy sessions, would be paid through a 
combination of (a) General Fund monies, (b) work order funds to the OEWD from Departments 
having contracts with construction firms performing City public works or improvements work 
and (c) liquidated damages collected from the contractors and subcontractors that violate the 
applicable requirements listed in the proposed ordinance. The proposed ordinance states that 
OEWD is authorized to receive reasonable amounts calculated to cover the costs of litigation, 1 
monitoring, and enforcement requirements from City departments that award construction 
contracts which are funded from City monies. According to Mr. Merrick Pascual, Chief 
Financial Officer at OEWD, OEWD has neither established work order agreements with other 
City departments to perform services related to the proposed ordinance requirements, nor has 
OEWD projected the amount of possible revenues resulting from contractor and subcontractor 
liquidated damages. Therefore, the Budget and Legislative Analyst is not able to project what 
percentage of non-General Fund monies might be available to pay for OEWD program costs. 
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All costs associated with the City's ID Program would be paid from the City's General Fund. 
Ms. Yee of the County Clerk's Office advised that fee revenues are received by the City for 
issuing the City's Identification Cards. Such fee revenues are used to cover the costs of the SF 
City ID Program. Ms. Yee advised that during the first year of the SF City ID Program, a total 
of 6,175 cards were issued. 5,369 cards were issued at $15 per card, 860 cards issued at $5 per 
card, and 171 cards were issued where the fee was waived ($0). As a result, a total of $84,835 
was collected as fee revenues by the City. Similar additional revenues might result from the 
proposed increases to the City's ID Program associated with the proposed ordinance. Taking 
into consideration fee revenues, annual net additional costs to the County Clerk's Office 
associated with the proposed ordinance could be an estimated $260,597 if the Controller's 
Office issues double the existing amount of identification cards . 



The proposed ordinance also contains the provision that firms having construction contracts 
with the City and their subcontractors that disagree with the assessment of liquidated damages, 
including penalties resulting from failure to meet the local hiring requirements, may seek 
recourse through a public hearing process. The proposed ordinance states that the hearing 
request will.be .directed to the Controller and the Controller is to appoint a Hearing Officer to 
oversee the hearing. The proposed ordinance does not specify whether the source of funds will 
originate from the Controller or OEWD, or the departments which have awarded the 
construction contracts, or some combination of the three. Mr. Rodriguez advised that his 
interpretation of the proposed ordinance is that hearing costs will be paid by the OEWD, which' 
will issue funds to the Controller's Office to pay for such hearings. Accordingly, costs 
associated with hearing procedures related to the proposed ordinance would likely be .paid for 
through a combination of (a) General Fund monies, (b) work order funds from Departments 
which have awarded construction contracts performing City public works or improvements 
work. Such funds will be transferred to the OEWD and (c) liquidated damages collected from 
the contractors and subcontractors that violate the local hiring requirements listed in the 
proposed ordinance. 




According to Mr. Egan, Chief Economist for the Controller's Office of Economic Analysis, the 
proposed local hire policy "will reduce unemployment among San .Francisco residents working 
in the construction trades, and stimulate the economy. The policy will likely increase labor and 
compliance costs for City contractors, who are likely in turn to inflate their bids to the City to 
offset these costs. This harms the economy as well as the City's balance sheet. The targets in the 
proposed legislation are not based on a detailed trade-by-trade analysis of supply and demand. If 
they were, the same number of local jobs could be created at lower cost to the City. There is 
limited flexibility in the requirement. If the requirements were made more flexible, the same 
number of local jobs could be created at lower cost to the City." 



6 Ongoing annual costs of $345,432 (see Table 2 above) less fee revenues of $84,835 = $260,597 
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Mr. Egan stated he would be present at the Budget and Finance Committee meeting on 
December 1, 2010 to present the details of the economic impacts which would result from the 
proposed ordinance. 



RECOMMENDATION 



Given that the proposed ordinance would result in an estimated additional $607,991 in initial, 
one-time costs for equipment and supplies and additional ongoing annual costs of $1,650,597, 
much of which would require use of General Fund monies in the first year, and given the 
potential impact to the City as identified by the Chief Economist for the Controller's Office of 
Economic Analysis, approval of the proposed ordinance is a policy matter for the Board of 
Supervisors. 




cc: Supervisor Avalos 
Supervisor Mirkarhni 
Supervisor Elsbernd 
President Chiu 
Supervisor Alioto-Pier 
Supervisor Campos 
Supervisor Chu 
Supervisor Daly . 
Supervisor Dufty 
Supervisor Mar 
Supervisor Maxwell 
Clerk of the Board 
Cheryl Adams 
Controller 
Greg Wagner 
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SMALLBUSINESS COMMISSSON CiTY AND COUNTY OF SAN FRANCISCO 

Office of Small Business . Gavin Newsom, Mayor 

December 1,2010 

Ms. Angela Calvillo, Clerk of the Board 

Board of Supervisors 

City Hall room 244 

1 Carlton B. Goodlett Place 

San Francisco, CA 94102-4694 

Re: File No. 101311 [Administrative Code Amendment- San Francisco Local Hiring Policy for 
Construction] 

Small Business Commission Recommendation: Approval with Modification 
Dear Ms. Calvillo: 

On November, 22, 2010, the Small Business Commission's Legislation andTolicy Committee voted to 
recommend that the full Small Business Commission recommend approval of Board of Supervisors File 
no 101311 with modifications. Commissioner directed staff to submit the Committee recommendations 
to the Board since the full SBC will not meet until December 13. The Committee supports the intent and 
principles behind the local hire legislation and believes that creating employment opportunities for San 
Francisco residents will have a positive effect on San Francisco small businesses since local spending 
will increase through multiplier effects. 

The City's LBE program has been an inpredible success both in securing contracts under $10 million, as 
well as in hiring local residents. It is very important when considering this ordinance that the success of 
the City's Local Business Enterprise Nondiscrimination Ordinance not be placed at risk. Commissioners 
are concerned however, that this ordinance may have this unintended consequence and will hinder the 
continued success of the City's Local Business Enterprise program. Additional regulations will place an 
undue burden on small businesses, as larger businesses, often located out of the City, State, or Country 
are better able to absorb increased administration costs. . ' . 

Therefore, considering the proven track record of LBE local hiring, the Committee recommends the 
following amendment 

• The requirements of this ordinance should not initially apply to certified LBE contractors when 
' bidding on projects less than $10 million. During the 3 year review, the Office of Economic and 
Workforce Development, the Human Rights Commission and Controller's Office will evaluate 
the local hiring practices of certified LBE's and should they, be significantly less than non LBE's 
the requirements can be applied to these businesses. 

Other components of the ordinance, including credit for hiring on non-covered projects and other 
incentives will benefit these larger contractors under the current proposal. Commissioners support these 
incentives in principal and should the above modification be made these incentives will provide 
additional job opportunities while not negatively impacting small business LBE's. Commissioners 
request that the Board of Supervisors work with the HRC and implement the recommendations made by 

SMALL BUSINESS ASSISTANCE CENTER/ SMALL BUSINESS COMMISSION 
1 DR CARLTON B GOODLETT PLACE, ROOM 110 SAN FRANCiSCO, CALIFORNIA 94102-4681 

(415)554-6408 
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Office of Small Business 
regina dick-endrizzi, director 




City and County of San Francisco 
Gavin Newsom, Mayor 



stakeholders in the LBE contracting community. 



Sincerely, 




Regina Dick-Endrizzi ^ 
Director, Office of Small Business 

cc. Supervisor Avaios, Mirkarimi, Elsbernd 
Starr Terrell, Mayor's Office 

Victor Young, Clerk of the Budget and Finance Committee 



SMALL BUSINESS ASSISTANCE CENTER/ SMALL BUSINESS COMMISSION 
1 DR. CARLTON B. GOODLETT PLACE, ROOM 110 SAN FRANCISCO, CALIFORNIA 94102-4681 

(415)554-6481 
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Ben Rosenfield 
Controller 

Monique Zmuda 
Deputy Controller 



December 1,2010 

The Honorable Board of Supervisors 
City and County of San Francisco 
Room 244, City Hall 

Angela Calvillo 

Clerk of the Board of Supervisors 
Room 244, City Hall 

Re: Office of Economic Analysis Impact Report for File Number 

Dear Madam Clerk and Members of the Board: 

The Office of Economic Analysis is pleased to present you with its economic impact report, on file number 
101325, "Local Hiring Policy for Construction: Economic Impact Report." If you have any questions about this - 
report, please contact me at (415) 554-5268. 




TedEgan 
Chief Economist 



cc Victor Young, Committee Clerk, Budget & Finance Committee 

415-554-7500 City Hall • 1 Dr. Carlton B. Goodlett Place • Room 316 • San Francisco CA 94102-4694 FAX 415-554-7466 
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